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SUMMARY 

The multichannel video delivery market has not yet developed into a robust competitive 

marketplace. Incumbent cable providers continue to dominate the market as well as control the 

majority of important and competitively critical programming. Mere predictions of increased 

future video competition by telecommunications and VoIP providers cannot justify abandonment 

of the program access protections that are essential for such competition to grow. As the record 

in this proceeding clearly demonstrates, the exclusivity prohibition remains vital and necessary 

to ensure competition continues to develop. 

Although to date the Commission has only applied the exclusivity prohibition to 

vertically integrated programming, certain non-vertically integrated “must have” programming is 

just as essential to the growth and continued health of a competitive video services market. This 

type of programming, which is critical to consumers and cannot be substituted or duplicated by a 

new entrant or, indeed, any competitor, is clearly vital to assuring that consumers have a full 

choice in video providers that is not dictated by the exclusive agreements that it has been able to 

command, whether by virtue of a vertical affiliation or by virtue of its size, purchasing power, or 

some other attribute. The Commission should take this opportunity to extend the exclusivity 

prohibition to include such third party “must have” programming. In addition, the Commission 

should finally close the “terrestrial loophole” which, regardless of why it is deployed, allows 

incumbent cable providers to avoid the regulations and cut off access to “must have” 

programming. 

Moreover, as the record clearly shows, the processing of program access complaints has 

been ineffective. The long delays in decision-making foster anti-competitive behavior and have 

led smaller competitors to avoid the complaint process entirely. As such, the Commission must 

i 



provide for a more equitable binding arbitration process and should institute safeguards such as 

additional discovery procedures and standstill agreements to ensure that the program access 

complaint process is not used as another anti-competitive weapon against new competitors. 

.. 
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1 Sunset of Exclusive Contract Prohibition 

REPLY COMMENTS OF RCN TELECOM SERVICES, INC. 

RCN Telecom Services, Inc. (“RCN’), by its undersigned counsel, hereby submits its 

reply comments in response to the Commission’s Notice of Proposed Rulemaking and the 

initial comments filed in response thereto.’ The comments filed in this proceeding 

overwhelmingly demonstrate that the Commission must continue to protect compe.tition in the 

multichannel video programming distribution (“MVPD”) market by extending the exclusive 

contract prohibition, extending the prohibition to prohibit exclusive contracts with non- 

affiliated entities for critical “must have” programming, eliminating the so-called “terrestrial 

loophole,” and providing for alternative dispute resolution during program access complaint 

proceedings. 

In the Matter of Implementation of the Cable Television Consumer Protection and Competition 
Act of 1992, Notice of Proposed Rulemaking, MB Docket 07-29, FCC 07-7 (Feb. 20,2007). 



I. EXTENSION OF THE EXCLUSIVITY BAN IS NECESSARY TO ENSURE 
VITAL COMPETITION 

As the initial comments demonstrate, there is overwhelming support for an extension of 

the exclusivity ban. Numerous entities, including DBS providers, telephone companies, rural 

video providers, a government agency, and trade associations filed in support of an extension 

of the ban2 Not surprisingly, the only entities opposing the extension are two of the largest 

cable operators and their primary trade association.f 

Comcast, Cablevision and NCTA predictably assert that the exclusivity prohibition is 

no longer necessary as the video delivery market has reached a level of sufficient competition.4 

However, as RCN, Verizon, AT&T and others demonstrated in their comments, while the 

number of satellite subscribers has grown, the number of facilities-based video delivery 

customers has not declined correspondingly.’ In addition, the movement of some subscribers 

from incumbent cable companies to satellite delivery does not establish that effective 

See e.g. Comments of DirecTV, Inc., MB Docket 07-29 (April 2,2007); Comments of EchoStar 2 

Satellite L.L.C., MB Docket 07-29 (April 2,2007) (“Echostar Comments”); Comments of Verizon, MB Docket 
07-29 (April 2,2007) (“Verizon Comments”); Comments of AT&T, MB Docket 07-29 (April 2,2007); 
Comments of The Rural Independent Competitive Alliance, MB Docket 07-29 (April 2,2007); Comments of the 
Office of Advocacy, U.S. Small Business Administration, MB Docket 07-29 (April 2,2007); Comments of 
National Telecommunications Cooperative Association, MB Docket 07-29 (April 2,2007). 

Comments of Cablevision Systems Corp., MB Docket 07-29 (April 2,2007) (“Cablevision Comments”); 
Comments of National Cable & Telecommunications Association, MB Docket 07-29 (April 2,2007) (“NCTA 
Comments”). 

See e.g. Comcast Comments; Cablevision Comments; NCTA Comments. 

As noted by CA2C, since 2002 DBS subscribership has grown from approximately 18.2 million 
subscribers to 29 million subscribers, but during that period, cables subscribership has decreased by less than a 
million subscribers, so despite the growth of DBS, cable operators have maintained their position in the market. 
See Comments of The Coalition for Competitive Access to Content, MB Docket 07-29, p. 5 (April 2,2007) 
(“Comments of CA2C”). RCN also supports comments filed by American Cable Association and Organization 
for the Promotion and Advancement of Small Telecommunications Companies stating that the growth and 
deployment of broadband is linked to and dependent upon the growth of wireline video providers. 

Comments of Comcast Corporation, MB Docket 07-29 (April 2, 2007) (“Comcast Comments”); 3 

4 

2 
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competition exists or, more importantly, that it is sufficient to warrant the sunset of important 

program access protections6 

In addition, those opposing an extension of the prohibition base their assertion of 

adequate competition on predictions of fbture services that have not yet even been fully 

constructed, let alone begun service. Cablevision states that “AT&T and Verizon are expected 

to offer video service to 14 million households” yet by their very words they acknowledge that 

those services do not yet exist.’ And in a March 7,2007 presentation to a financial industry 

conference, a Cablevision officer was dismissive of the type of penetration that Verizon is 

likely to achieve in Cablevision’s service area, noting that: 

even in NewYork, where FiOS is deployed there are 600,000 active FiOS passings in 
the New York market. There are 7 million homes in the New York Market in total. . . . 
[Tlhey are very much a traditional type of over builder, and we’ve seen lots of them in 
the past. . . . We’ve seen these over builders come and go, and against good cable 
operators they get high single digit kind of penetrations against poor operators they get 
midteens kind of penetration. And there is nothing about FiOS in terms of their 
existing or performance heretofore that would indicate that they are any different than 
any historic over builder.8 

And on March 28, Cablevision’s Chief Operating Officer noted that Cablevision’s strategy to 

concentrate in a regional market, and its local “marquee” assets such as Madison Square 

Moreover, while it cannot be disputed that the subscriber base of DBS providers has grown 6 

since 2002, the effort by DIRFCTV to lock up exclusive sports programming contracts with the National Football 
League and others demonstrates that it has reached sufficient size and scope so as to be able to use programming 
as a barrier to the growth of wireline competition, and far from justifying a sunset of the rules, RCN showed in its 
Comments that the prohibitions should be expanded to cover such exclusive contracts. 

Cablevision Comments at p. 12 (emphasis added). 

Final Transcript, CVC - Cablevision Systems Corp. at Bear, Stearns 20th Annual Media 

2 

8 

Conference, at 4-5 (Mar. 7,2007) (Attachment 1). RCN notes that the transcript does not identify the speaker of 
these remarks, but that it was either Mr. Tom Rutledge, Cablevisions’ Chief Operating Officer, or Mr. Mike 
Huseby, Cablevision’s Chief Financial Officer, see Attachment 1 at 1. 

3 



Garden and the Knicks gives Cablevision a “strategic advantage” even though New York is 

one of Verizon’s initial target markets.g 

In fact, the NCTA has acknowledged that franchised cable providers’ share of the 

national MVPD market is still over 69 percent and all facilities-based overbuilders together 

serve only 0.7 percent.& The incumbent cable providers cannot rely on predictions or 

“expectations” to provide service in their attempt to prove that the MVPD market currently has 

sufficient competition today. The Commission must review the status of video delivery 

competition today and base its analysis of the continuing need for the exclusivity ban, not on 

expectations of future competition, but on its current condition. To sunset the program access 

rule based on future predictions of growth would stop such growth in its tracks. 

Moreover, while the Internet and mobile video service provide a unique - and nascent - 

outlet for certain types of video programming, Comcast’s suggestion that they currently 

constitute a service that is equivalent to incumbent cable providers or DBS shows how 

desperately it has had to search for arguments in support of its position. Those platforms do 

not yet deliver meaningful channels programming into the home, and at best, they provide a 

way to view short form videos or individual episodes of programs. To suggest that “the most 

significant  development^"^ in competition is video over the Internet truly grasps at straws - 

contrary to Comcast’s claim, Google’s purchase of YouTube does not demonstrate that the 

video delivery market has reached the level of competition necessary to justify the sunset of 

2 Final Transcript, CVC - Cablevision Systems Corp. at Banc of America Media, 

Ex Parte letter from Daniel L. Brenner, National Cable & Telecommunications Association 

Comcast Comments at p. 10. 

Telecommunications & Entertainment Conference, at 9 (Mar. 28,2007) (Attachment 2). 

(“NCTA”), to Marlene H. Dortch, MM Docket 92-264, at 4 (Mar. 16,2007) (“NCTA Letter”) 
- 10 

- 11 
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program access protections.12 Any suggestion that the ability to watch the neighbor’s cat on 

the Internet is in any way comparable to “must have” programming offered by national cable 

networks must be squarely rejected. As RCN showed in its comments, while DBS has grown 

and, in the case of DIRECTV, has become a vertically integrated programming provider itself, 

incumbent cable providers are clearly still the dominant providers and continue to control even 

more “must have” programming than they did five years ago.’l 

Moreover, as RCN stated in its Comments, the relevant market analysis is not only 

based on the number of subscribers nationally, but also on the local market where an MVPD 

must compete for customers community by community. While DBS services are in most cases 

generally available, the incumbent telephone companies will not begin providing service to all 

communities for years (if not decades) to come - if, indeed, they ever do build out to all 

communities. It is plain - claims of YouTube, iPod, wireless phone penetration, and future 

telco construction notwithstanding -that the market for video delivery is not yet competitive, 

and attempts to demonstrate competition through prediction of fhture video delivery service 

clearly should not suffice in support of elimination of the very program access protections that 

will assure that such nascent competition becomes a meaningful reality. 

As Verizon noted, competitive video providers are just beginning to develop and 

implement their plans for growth, and with the huge potential growth in services on the 

horizon, the Commission must ensure that the potential is fulfilled.’”! Video delivery 

Id 

See Comments of RCN Telecom Services, Inc., MB Docket No. 07-29, p. 5 (April 2,2007). 

See Verizon Comments at p. 6 (“Verizon Comments”) (“[Tlhe exclusive contract prohibition in 

12 - 

13 - 

- 14 

section 628(c)(2)(D) ensures that new entrants will not be denied access to such programming as a result of 
exclusive contracts between the cable incumbents and vertically integrated programmers, retaining that 
prohibition for a time-limited period will facilitate video competition the Commission is working diligently to 
encourage.”). 
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competition does not yet exist but it could in the future if the current protections against anti- 

competitive behavior remain in place and new entrants are given the opportunity to continue to 

develop their services. 

11. THE COMMISSION MUST CONTINUE ENFORCEMENT OF SECTION 628 
TO PROTECT ACCESS TO “MUST HAVE” PROGRAMMING 

A. 
Between Vertically Integrated MVPDs and Programming Vendors 

The Commission Should Extend the Prohibition of Exclusive Contracts 

As the summary of vertically integrated programming interests submitted by the 

Competitive Access to Content (“CA2C”) demonstrates, incumbent cable operators have 

acquired interests in vast amounts of programming since 1992 - a pattern of acquisition that 

has continued unabated since 2002.’” As of 2005, 166 satellite delivered networks were 

vertically integrated with Comcast, Time Warner, Cox, Charter or Cablevision and, as pointed 

out by Echostar, these “vertically integrated cable conglomerates will capitalize on their 

existing highly successful programming slate to launch new HD networks.”’6 As the 

Commission recognized in 2002, much of this vertically integrated programming is “must 

have,” and it therefore agreed with RCN and other competitive commenters that if competitive 

MVPDs are deprived of even some of this programming, their ability to attract and retain 

subscribers would be in jeopardy.U 

Cablevision is simply wrong when it asserts that the sheer volume of programming 

available means there is no longer any such thing as programming that is essential from a 

CA2C Comments, Attachment A Part 2; see also, Echostar Comments at pgs. 4-10, AT&T 

Echostar Comments at p. 7. 

- 15 

Comments at pg. 2, Qwest Comments at pg. 5 ,  DirecTV Comments at pgs. 6-10, Verizon Comments at pgs. 7-1 1. 
- 16 

- ’I Implementation of the Cable Television Consumer Protection and Competition Act of 1992, 
Report and Order, 17 FCC Rcd 12124,133,64 (2002). 

6 



competitive standpoint.” There is only one HBO or Discovery or CNN network, and the 

proliferation of video programming does not change that fact. Perhaps the most important 

criterion applied by subscribers in their choice of an MVPD is the ability, not just to view 

generic “programming,” but to be able to view the most valuable and popular programming, 

including sports games and other programming for which there are no substitutes in the minds 

of consumers. Such programming is therefore essential to competition since it cannot be 

duplicated or replaced by new entrants with alternative programming.’g 

Moreover, not only does such programming exist but, as pointed out by the Broadband 

Service Providers Association (“BSPA”), 

“[ilncumbent cable operators need only control selective programming that is key to 
each major demographic making a decision between alternate providers to influence 
market share significantly. It is not necessary to have control of essential content in 
a product category to influence the end user buying decision. It would be sufficient to 
have exclusive access to only one “must have” programming service in each of the 
major buying segments (sports, news, family, children, youth, etc.) to be able to 
influence consumer buying decisions and affect market shares among competitors.”20 

RCN experienced this in no uncertain terms when Comcast withheld access to PBS Kids VOD 

programs for approximately 6 months in 2005 and RCN saw subscriber usage of its children’s 

VOD service drop by 83 

Cablevision argues that competitor video providers in Washington, D.C. are not 

providing regional sports networks (“RSNs”) yet are somehow able to “compete effectively.”” 

~~ 

Cablevision Comments at p. 4. 

See AT&T Comments at pp. 10-18; Verizon Comment at p. 6; Comments by Broadband 

- 18 

19 - 

Service Providers Association, MB Docket 07-29, pp. 4-6 (April 2,2007) (“BSPA Comments”); Comments of 
Qwest Communications International Inc., MB Docket 07-29, at p. 5 (April 2,2007). 

BSPA Comment at p. 4. 

RCN Comments at p. 1 1. 

Cablevision Comments at p. 5 .  

- 20 

- 21 

- 22 
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RCN serves the Washington market, and is completely mystified by Cablevision’s comment. 

RCN most assuredly does have to carry Corncast’s RSN in order to compete in the Washington 

market - a survey conducted by RCN in that market demonstrated that 40-58% of subscribers 

would not switch to a new entrant cable company if it did not provide local sports 

programming.21 Moreover, even Comcast must have found that the failure to carry local sports 

programming is competitively harmful when finally entered a carriage contract with the New 

Mid-Atlantic Sports Network (“MASN”). It similarly begs reality when Cablevision argues 

that because a competitor has access to some games, the withholding of RSNs from them is not 

competitively harmful.24 Indeed, both Comcast and Time Warner have previously 

acknowledged that regional sports programming is essential for a video delivery competitor 

and that they would continue to “acquire, defend or exploit” their exclusive access to such 

programming.- 25 

Comcast also argues that retaining the exclusive contract prohibition will actually harm 

competition by reducing the incentive for other video delivery companies to invest in new 

programming. If Comcast were correct, then the last five years would have demonstrated a 

stagnation or even decline in the number of new networks. However, since the extension of 

the exclusivity ban in 2002, the number of new satellite-delivered national networks has nearly 

doubled, increasing by 237 new networksz This increase obviously refutes any attempt to 

RCN Comments at fn. 27. 

Cablevision at 4. 

See Applications for Consent to the Assignment andor Transfer of Control of Licenses; 

23 - 

I 24 

- 25 

Adelphia Communications Corporation (and subsidiaries, debtors-in-possession), Assignors, to Time Warner 
Cable Znc. (subsidiaries), Assignees, et al., Memorandum Opinion and Order, 21 FCC Rcd 8203,l 124 (2006) 
(“Adelphia”). 

Programming, Eighth Annual Report, 17 FCC Rcd 1244, 14 as compared to Annual Assessment of the Status of 
See Annual Assessment of the Status of Competition in the Market for the Delivery of Video - 26 
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suggest that the ban reduces investment in new programming. The incumbent cable providers 

have attempted to argue that the huge growth in available programming and programming 

providers justifies lifting the ban while at the same time asserting that the ban stifles 

development of programming. They cannot have it both ways. As the number of new 

networks shows, the ban does not stifle new programming and video services; it does, 

however, protect access to those services by competitors, something the large cable companies 

would clearly prefer to withhold for competitive reasons. 

Commenters opposed to an extension of the exclusivity prohibition also assert that 

allowing the exclusivity ban to sunset would not hurt competition because there would be no 

economic incentive for program providers to withhold programming from smaller, alternative 

video delivery providers.= The mere making of this claim disproves its merit, as extension of 

the ban would be of no consequence to the incumbent cable providers if there is no economic 

incentive to enter exclusive contracts. They clearly have an economic incentive to acquire 

exclusive programming and withhold such “must have” programming from competitors - 

otherwise, why oppose extension of the ban. 

In the alternative, Cablevision also suggests that even if vertically integrated cable 

companies were to withhold programming, there would be no harm to competition or 

consumers. RCN strongly disagrees. As noted above, RCN’s market survey determined that 

40-58% of subscribers would not switch to a new entrant cable company if it did not provide 

Competition in the Market for the Delivery of Video Programming, Twelfth Annual Report, 21 FCC Rcd 2503,y 
21. 

See Cablevision Comments at p. 17 (asserting there is a high cost to withholding popular - 27 

programming). 
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local sports programming.” The inability to acquire 40-58% of customers in a market 

certainly demonstrates harm to competitive entry. 

Moreover, RCN supports comments made by both Verizon and the US Telecom 

Association that cable incumbents have incentive to not only enter exclusive contracts but take 

every measure possible to withhold programming from competitors.24 While these companies 

may sacrifice some small short-term profits that could be made through the licensing of 

vertically integrated programming, by withholding important programming from new 

competitors they further two economic goals: (1) they stifle the growth of new competition by 

denying access to “must have” programming, especially regional sports networks, and (2)  by 

limiting or eliminating new wireline competition in a given area, consumers do not have 

adequate competitive alternatives and incumbent cable operators can continue to charge higher 

prices.30 The incentive for incumbent cable providers to withhold programming is quite clear. 

They reduce competition, retain their customers and charge them higher rates. That is the very 

definition of an economic incentive. 

B. 

Exclusive contracts are not the only way that incumbent cable operators can withhold 

The Commission Should Close the “Terrestrial Loophole” 

important programming from competitors and thereby thwart the pro-competitive goals of both 

Congress and the Commission. The increasing consolidation of incumbent cable companies in 

See RCN comments at fh. 27. 

See Verizon Comments at pp. 11-15; Comments of The United States Telecom Association, pp. 

See Implementation of Section 3 of the Cable Television Consumer Protection and Competition 

- 28 

22 

6-12. 
- 30 

Act of 1992, Statistical Report on Average Rates for Basic Service, Cable Programming Service and Equipment, 
21 FCC Rcd 15087,y 2 (2006) (“Overall, cable prices increased more than 5 percent last year and by 93 percent 
since the period immediately prior to Congress’s enactment of the Telecommunications Act of 1996.. . . Prices are 
17 percent lower where wireline cable competition is present. DBS competition, however, does not appear to 
constrain cable prices - average prices are the same as or slightly higher in communities where DBS was the basis 
for a finding of effective competition than in noncompetitive communities.”). 

10 



the last five years, the growth of cable market “clusters” in regional markets by incumbent 

cable companies, and the upgrade of cable networks to add large amounts of fiber optic 

distribution capability means that those companies are economically able to move more 

programming delivery to via terrestrial delivery methods which, whether intentionally or as a 

side economic “benefit,” allows them to prevent competitor access.31 RCN and other 

competitors have expressed their concern about the so-called “terrestrial loophole” since 1994 

and demonstrated how vertically integrated programming vendors have incentive to 

circumvent the program access rules by modifying programming distribution.-?-’ The 

Commission acknowledged in 2006 that cable operators engage in “foreclosure strategy” by 

moving vertically integrated programming from a satellite to a terrestrial delivery method to 

avoid competitors.33 

As Verizon shows, incumbents are finding new and creative ways to use the terrestrial 

loophole to withhold important programming. Verizon has found that, while the analog signal 

of a particular program or sporting event will be available for broadcast because its signal is 

satellite-delivered, the large cable companies are beginning to move the digital feeds of the 

same programs to terrestrial delivery methods.34 This would allow them to hold back the most 

valuable and high quality feed of the program and keep it as an “exclusive” offering of their 

company. 

Twelfth Annual Report at 7 154. 

“[Ulnless corrected, the problem will grow in the future because vertically integrated 

- 31 

- 32 

programming vendors will have the incentive to modify the distribution of their programming, using fiber optics 
or other non-satellite means, in order to evade application of the program access requirements.” In the Matter of 
Annual Assessment of the Status of Competition in the Markets for Delivery of Video Programming, 9 FCC Rcd 
7442,7531 (1994) (quoting Comments of Liberty Cable Co.). 

- 33 

- 34 

Adelphia at 7 120. 

Verizon Comments at p. 13. 
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RCN therefore supports SureWest Communications’ (“SureWest’s”) request that the 

Commission close the terrestrial loophole to prevent incumbents from circumventing the 

exclusivity prohibition on the basis of how particular programming is distributed and thereby 

ensure that competitors have continued access to “must have” programming like regional 

sports networks.E For the reasons set forth in SureWest’s Comments, the Commission should 

reevaluate its earlier conclusion that it lacks the statutory authority to regulate terrestrially 

delivered programming.36 The Commission should take this opportunity to eliminate the 

inconsistencies in the program access rules. It is inconsistent to apply the exclusivity ban to 

only satellite delivered programming, and not terrestrial delivery, just as it is inconsistent to 

apply the ban to vertically integrated, but not non-vertically integrated programming, as 

discussed in Section I11 below. 

111. THE EXCLUSIVITY BAN SHOULD BE APPLIED TO “MUST HAVE” 
PROGRAMMING CONTROLLED BY THIRD PARTIES 

As RCN stated in its initial comments, the Commission has so far limited its application 

of the exclusivity ban to vertically integrated programming only, and has not yet prohibited 

exclusive arrangements of “must have” programming that are distributed by entities that are 

not vertically integrated. This proceeding provides the opportunity to do so, and the 

Commission should now provide this protection for new entrants. 

Simply stated, if programming is deemed to be “must have,” then it is essential 

programming regardless of the ownership of the distributor. Surprisingly, additional support 

for RCN’s argument comes from Comcast, the nation’s largest cable provider, which agreed 

Comments of SureWest Communications, MB Docket 07-29 (April 2,2007) (“SureWest 

Id. at pp. 5-8. 

- 35 

Comments”). 
- 36 
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that it is the “must have” status of programming that is the critical factor, and not its ownership 

affiliation. “[TI he current application of the exclusivity prohibition is fraught with 

inconsistencies. For example, the exclusivity prohibition’s focus on whether programming is 

affiliated with a cable operator misses an important point: to the extent that MVPDs cannot 

survive without access to certain programming, it is irrelevant whether that programming is 

‘affiliated;’ what matters is whether that programming is ‘must-have’ in order to c ~ m p e t e . ” ~  

RCN could not agree more. 

Both RCN and SureWest raised concerns regarding exclusivity deals for sports 

programming between distributors and non-vertically integrated MVPDs. As the Commission 

has held time and time again, a new competitors ability to offer sports programming to 

subscribers and new customer is a critical factor in its fbture success.28 And new entrants are 

not the only ones concerned that non-vertically integrated providers could lock up “must have” 

programming and prevent its access by competitors. Just last month Congress held a hearing 

on that very issue regarding DirecTV’s exclusive dealing with Major League Baseball 

(“MLB”). After the hearing, the initiation of an investigation by the Commission, and the very 

strong urging of Senator Kerry, the exclusive agreement between DirecTV and MLB was 

revised and an agreement was reached with InDemand that would allow other video delivery 

services to carry the baseball programming and provide access to millions of subscribers who 

would have otherwise been foreclosed.B 

Comcast Comments at p. 24. 

See Applications for General Motors Corporation and Hughes Electronic Corporation, 

- 37 

- 38 

Transferors and The News Corporation Limited, Transferee for Authority to Transfer Control, Memorandum 
Opinion and Order, 19 FCC Rcd 473’7 126 (2004) (“HughedNews”); Adelphia at 7 42. 

See Baseball keeps ‘Extra Innings ’ on cable, SEATTLE POST-INTELLIGENCER, Apr. 4,2007. - 39 
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Consumers should not have to rely on special Senate hearings or pending mergers to 

protect their access to “must have” programming or to ensure that one or two large dominant 

companies do not severely restrict access to valuable programming. Instead, the Commission 

should step forward to provide proactive protection against such anti-competitive practices by 

extending the exclusivity ban to programming from non-vertically integrated networks. 

IV. THE COMMISSION SHOULD ADOPT ARBITRATION AND DISCOVERY 
PROCEDURES FOR PROGRAM ACCESS COMPLAINTS 

Comcast and NCTA oppose any changes to the Commission’s procedures for 

processing program access complaints including the use of arbitration. This is not surprising 

given that lengthy proceedings, limited discovery, and long delays in decision-making, help 

incumbent cable providers act anti-competitively by delaying access to “must have” 

programming. The incumbent cable providers do not want a revision of the procedures as they 

fear that quicker and more efficient, and therefore less expensive procedures, may draw out 

many more complaints especially from smaller cable providers who cannot current afford the 

long legal battles.@ 

RCN, along with Echostar, National Rural Telecommunications Cooperative and 

BSPA, has recommended that the Commission adopt the use of “baseball” arbitration 

procedures, similar to those required by the Commission as conditions to the Hughes/News and 

AdeZphia mergers.41 The procedures were highly successful in both of those cases and would 

provide for faster and more efficient resolution of complaints and, contrary to arguments made 

- 40 Comment of the Organization for the Promotion and Advancement of Small 
Telecommunications Companies, MB Docket 07-29, p. 8 (April 2,2007) (“The current process is so time 
consuming and costly that rural carriers have, in essence, no practical recourse in the event of a complaint. 
Lacking the staff and resources to pursue a lengthy and intensive complaint process, rural MVPDs are typically 
forced to forgo filing any complaint at the Commission.”). 

See EchoStar Comments at p. 18; BSPA at pp. 7-13; SBA Comments at p. 8. - 41 
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by Comcast and NCTA,@ the Commission has the authority to mandate arbitration and 

procedural rules to facilitate their review of such cases.43 

Comcast opposes any changes in the program access complaints and argues that the 

Commission has already reviewed and rejected the use of additional discovery procedures.@ 

However, that was ten years ago. The Commission should take this opportunity to review its 

outdated discovery rules and provide competitors with a more even playing field by allowing 

for the confidential disclosure of carriage contracts. Access to these agreements is essential for 

determining and demonstrating that a programmer is acting anti-competitively and in a 

discriminatory fashion. 

While the Commission needs to provide for arbitration and discovery procedures, it 

needs to also ensure that competitors are not further harmed by filing a program access 

complaint. Therefore, RCN joins other commenters in recommending the adoption of 

standstill agreements. Use of these agreements protects competitors by maintaining the status 

quo during the pendency of the complaint process. 

CONCLUSION 

For the reasons stated herein and in RCN’s Comments, the Commission must extend 

the exclusivity ban for vertically integrated programming for another five years with the 

understanding that it might be further extended and must expand the exclusivity ban to protect 

“must have” programming regardless of affiliation and to eliminate the terrestrial loophole. In 

addition, the Commission must adopt additional rules for program access disputes, including 

See Comcast Comments at pp. 28-30; NCTA Comments at pp. 11-14. 

47 U.S.C. 548(d), (0 (authorizing the use of dispute resolution process through an adjudicatory 

Comcast Comments at p. 29. 
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proceeding). 
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an arbitration remedy, a standstill agreement process, and a discovery rule to require 

production of agreements. 
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P R E S E N T A T I O N  

Unidentified Participant 

Our next presenter is Cablevision. Before we get started please know that Cablevision is or during the past twelve months has 
been an investment banking client of Bear Stearns, and within the next three month Bear Stearns intends to seek compensation 
for such services from this company. Also Cablevision i s  or during the past twelve months has been a noninvestment banking 
client for securities related services of Bear Stearns, and within the past twelve months Bear Stearns has received non investment 
banking compensation from this company. 

As most of you know, Cablevision i s  the fifth largest cable operator in the country, clustered in the New York marketplace and 
is widely viewed as the industry leader in terms of triple play deployment. Joining us today are Cablevision's Chief Operating 
Officer, Tom Rutledge and Chief Financial Officer, Mike Huseby. We are very pleased they could be here. The format of today's 
presentation is 100% Q&A, so we hope to get in as many of everyone's questions as possible. So as a reminder if you have a 
question for Tom or Mike please raise your hand and a microphone will be delivered to you. 

I will go ahead and kick things off with a question or two of my own. I guess my first question relates to growth and maturity. 
Cablevision is widely viewed as a leader in many aspects of the cable business. This is an enviable position but sometimes 
double-edged sword in the eyes of the investment community. You've had many industry firsts of operating performance. Yet 
some view your company as also the first to potentially exhaust i ts growth potential. Your recent cable guidance shows a 
deceleration in EBITDA growth,digital penetration of basic should approach mid 80% this year; data penetration should approach 
70%. A third of your basic customers already take voice. 

So with that a few questions; where do you see your cable company in terms of i ts growth cycle? How much growth is left for 
you in the New York marketplace? How does your cable division sustain double-digit growth into the future? 

Unidentified Company Representative 

How do we grow, and are we as penetrated as everyone thinks we are?There are three big areas for Cablevision to drive growth 
into the future, and we did give guidance recently that our EBITDA and this year we expect it to be in the midteens, which is an 
aggressive EBITDA growth rate in my view. The three big drivers are to continue to build the core business and to build the 
residential penetration inside our footprint. And while we have almost 69% video penetration, the upside in terms of what the 
opportunity is, is greater than we've already taken out of the marketplace. And so how do you say that? 

Well, if you look at the voice opportunity in the residential marketplace, if you look at  the data opportunity and the video 
opportunity, add it al l  together, our 4.6 million passing presents a $10 billion revenue opportunity of which we are over $4 
billion. So there is more upside in terms of market share in those three opportunities than there is already realized. 

When we look a t  our marketplace we look a t  -- go back and trace the steady growth of our data business and the steady growth 
of our voice business and look a t  how many more years that kind of growth can go before you tapped out the full potential, it 
is significantly longer than most people's planning horizons. And the thing that gives me confidence that our opportunity to 
grow won't be retarded by some sort of cap in the marketplace is that in places where we've been in business for a while we 
have some communities where our data penetration is now in the mid 70% range of homes past, not of our customers. 

And our voice penetration we now have five communities where we are the majority voice provider of wireline services in the 
communities. So those are places we've been in business the longest. They is a direct proportional relationship to how long 
your upgrade has been completed and how deep you can get in the marketplace. Yes, there are demographic issues that cause 
different communities to grow at different rates, but fundamentally everybody i s  going to have high-speed data. Everybody is 
going to have voice and hopefully everybody will take our video because it is a superior service. 
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So I think the residential marketplace is st i l l  a huge opportunity. The other two big opportunities for us our business class 
services, inside our footprint the current telecom spend for business is $5.8 billion. We've cut the rates in half, so it is more like 
$3 billion of our rate structure. But we thinkthat we can go penetrate that marketplace very similarly to the way we've penetrated 
the residential marketplace. The difference between us and say Verizon trying to penetrate the video marketplace is, most of 
the business customer class inside our foot print is already our video customer. Maybe our voice customer. It is most likely our 
data customer. So we already have an existing relationship with that business class customer base and it 's a good relationship. 
And so I think our opportunity to become a new provider and not have the same issues of incumbency that a phone company 
does in trying to take video gives us an opportunity to penetrate that market rapidly like we've done the residential market. 

And finally there's a huge opportunity out there in advertising and commerce. $300 billion is spent nationally by businesses 
trying to reach consumers with messages about their products. So in our footprint that would translate to about $15 billion. 
Cable share of advertising dollars in a marketplace is actually quite small. For us its a $250 million business. 6% of our revenue. 
And while it is growing at  double-digit rates it i s  shrinking as a share of our total revenue opportunity over the last few years. 

And so how do you shift the dollars that are being spent on newspaper, radio and television today to the real mass media form 
in the New York marketplace, which is us? Almost 70% of all-people who watch television in our footprint get it through us. 
70% of all people who have high-speed data in our footprint get it through us. And hopefully voice will be similar in the near 
future, and so what is the mass media forum in New York? It's Cablevision. Why is the advertising dollar base that is currently 
being spent to reach consumers going to other media? 

The answer is historic and it is --that is what's effective and that is where the inventory is but we think there's an opportunity 
to create new inventory, new commerce engines on the video screen and transfer some of that $1 5 billion of spend inside our 
footprint to us and do that in significant ways. So that's our growth opportunity. 

Unidentified Participant 

In terms of the growth opportunity I guess your guidance shows a decreased level of reinvestments for growth I guess in terms 
of the CapEx basis this year. Every management walks a tight rope between returning capital to shareholders and reinvesting 
for growth. You guys have returned some capital last year and yet the company is stil l free cash flow positive and that profile 
continues to emerge. By our estimates we think you will generate roughly $3 billion in aggregate free cash flow between now 
and 201 0. And I was just wondering if you could -- how do you think about prioritizing the use of this free cash flow, given the 
current competitive environment do you feel restrained with the level of leverage that you have? Are you comfortable with it? 

Unidentified Company Representative 

I think that's a great question. It is a question that obviously like most management teams look a t  every day and with our board 
and with our senior management. I think our strategy, which has been a very successful strategy has clearly been market share, 
market share strategy. While competitors build out their systems and try to put their products in place and market those products. 
If you look at  the rate of growth that this company has had over the last three years the success, the penetration rates as Tom 
mentioned, the incumbency it has clearly you want to reinvest as much capital in that core business as possible to keep that 
market share strategy going. And continue to gain customers. And those aren't just customers that are defined as RGUs. Those 
are opportunities to drive revenue through increased distribution of DVRs, the world called international product. 

The services that are embedded in the core product that aren't defined as what is become known as revenue generating units, 
which a lot of people focus on. We are trying to focus on expanding the amount of dollars we take out of each home that we 
pass, whether it is called an RGU or not. So that is clearly the first priorityfor capital and if that translates into more boxes or if 
that translates into more DVR boxes, HD boxes to keep the customers happy that's what we are going to focus on first. 
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Outside of that our capital requirements and our other businesses are relatively minor. We have three businesses, the core 
business obviously being cable communications. We really have very low capital requirements in the other businesses aside 
from the fact that we are talking about either refurbishing or relocating Madison Square Garden. So then it becomes a question 
of looking a t  growth strategies, we want to take some ofthat capital and do something strategic. Do we wantto buy something, 
do we want to get into a partnership with somebody and those are functions of the opportunities that are presented but we 
are not necessarily committed solely to organic growth. So in terms of capital priorities if there aren't those opportunities as 
we demonstrated this last year by returning a $10 special cash dividend to all our shareholders, we'll look a t  where our stock 
price is versus where we think it should be and look a t  alternatives to return capital. If we don't see good opportunities to invest 
that in the business, which right now we do. 

Unidentified Company Representative 

In terms of capital required to run the business we areverycomfortable with it, and as we forecasted in our guidance it is actually 
going down because ofthe mix of RGUs going forward. As our digital penetration has gone over80% the need for digital set-top 
boxes will decline at some point, obviously, and that is the bulk of our capital expenditures. 

Unidentified Participant 

Last night Chase Carey was speaking about DirecWs upcoming lineup of something like 100 national HD. In terms of capital 
you guys have operated your entire footprint digital broadcast. Is this enough to compete with that level of offerings? Is Wall 
Street making too big of a deal out oftheir high definition offering? 

Unidentified Company Representative 

For one we think we can carry everything on earth that is broadcast simultaneously with switch video architecture and broadcast 
architecture. We have lots of channel capacity. Our HD product i s  free. We believe that HD is just a format that i ts what the 
television programming is that determines its value. And that we should make HD available to our customers as part of their 
core package. So as they get HD sets we are swapping out our existing set-top boxes for HD boxes and redeploying those 
standard definition boxes to other outlets in the house in many cases. 

And offering that product a t  no incremental cost and virtually no hassle for the consumer. So we think and that our HD product 
has superior picture quality to satellite and that we can have it for no price and that we can have everything that is available to 
us on our networks. And so when you add all that up we think our competitive posture is vastly superior. 

Unidentified Participant 

In terms of wireless, a t  one point your company had wireless (inaudible). Last summer your controlling shareholders were 
participating in (technical difficulty). Where do you guys stand firmly with your approach towards wireless?There's an upcoming 
auction. You also --you stil l own MVDS licenses from regular DBS. Is there some use there for -- what is the current strategy? 

Unidentified Company Representative 

You're right, we do own MVDS licenses across about half of the United States, and we are experimenting with those licenses. 
Experimenting with those frequencies and considering our options to monetize that asset. In terms of our cable companies 
opportunity with wireless, we have a minor sales arrangement with Sprint. We have not participated in the consortium with 
Sprint as some of the other operators have. We have deployed a WiFi hot spot product with aggregators as part of our service 
offering, which is another non RGU-based revenue product that we sell where you can for $1 7 a month, you can get access to 
all the hot spots in our footprint. And we have begun deploying some WiFi services ourselves in specific areas, although not 
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yet commercially. So we've spent some capital over the last year, and we will continue to spend capital in building a WiFi mesh 
network over some of our footprint to see if we can turn products, turn those into products that can increase the value to our 
consumers. But we have not commercially launched a wireless service as of today. 

Unidentified Participant 

You mentioned earlier commercial services; you sized the opportunity. You've been in business I guess the larger business 
segmentwithyourLightpathdivision.What kind of--ona scaleof 1 to IO--what kind ofoperationalfocusisCablevision putting 
on the smaller sized business market opportunities? And also how should we think about your long-term prospects here? 
Comcast is targeting 20% penetration in five years. Where do you guys fall out relative to that outlook? 

Unidentified Company Representative 

We went over 20% penetration in two years in the residential marketplace, and I just said that I thought we had similar 
opportunities in the business marketplace. There are more impediments to growing the residential, the business marketplace 
than there is the residential marketplace. It's a little more complex. There is a variety of customers' needs, and their telecom 
spend mayor may not be a significant part oftheir overall cost structure. So you have a different marketplace than the residential 
marketplace. You have a variety of legacy phone systems and you've got a variety of types of businesses and the way they are 
structured from a telecom perspective and their needs. 

So we've spent a lot of time over the last year segmenting the marketplace, identifying the 600,000 small businesses in our 
footprint, where they are. We've mapped out those businesses where we can serve 80% of them right now by just a phone call 
from the business. In other words, we don't have to go out and survey anything, and of those we do have to survey, meaning 
it is a more complex installation for the bulk of those are also serviceable without any plant extension or any kind of capital 
beyond what is already been deployed inside the footprint. So we have a very good database; we've dedicated over 600 people 
to sales and marketing, customer service. We've built an infrastructure to handle inbound calling to take care of service. All that 
was done last year. So that footprint in terms of operational capabilities deployed inside our business today, and we expect to 
perform well in the marketplace and to provide quality service, quality installation throughout our footprint. 

We've just been certified by J.D. Powers, our call center that handles business telephony and handles all of our level two service, 
which is high-speed data and voice has been certified I believe as the first call center in the country to be certified by J.D. Powers 
under meeting certain criteria that they confirm a seal of approval on. So our business class services are well-positioned and 
well architected to compete in the marketplace. 

Unidentified Participant 

I'm sorry, does that mean -- is there anything that an RBOC can offer their business customerthat you cannot in terms of (technical 
difficulty) reliability, or is it really a very similar product compared to your offering? 

Unidentified Company Representative 

Well, it is similar. We can offer better service and better quality, and higher speed data than most businesses can get through 
DSL technology. So you have to remember that even in New York where FiOS is deployed there are 600,000 active FiOS passings 
in the New York market. There are 7 million homes in the New York market in total. So while you see marketing that looks like 
these services are available they are not widely available, and most businesses are served by copper plant. So our plant up 
against the vast majority of businesses that are inside our footprint is superior to what the phone company has, and our data 
products are superior so even with traditional telephony, which is pretty simple, the quality is equal to or excellent and when 
it comes to data, it is superior. 
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Unidentified Participant 

In terms of (indiscernible) you provided us some stats on your recent earnings call in terms of what you are seeing on the 
marketplace with their triple play. Is it possible to get some updated view on that? I guess in your mind where are their customers 
coming from? You've seen some minor share loss, as you mentioned earlier. 

Unidentified Company Representative 

What I was trying to say in my call was that they are very much a traditional type over builder, and we've seen lots of them in 
the past. If you've been in the cable business any length oftime Ameritech did a significant overbuild in the Midwest, and then 
SBC AT&T bought them and sold those overbuilds. SBC, the PacTel did it in San Francisco or excuse me in San Diego, and GTE 
Verizon overbuilt parts of Florida and Ceritos, California. And we've seen through the years -- RCN, similar type of over builder. 
We've seen these over builders come and go, and against good cable operators they get high single digit kind of penetrations 
against poor operators they get midteens kind of penetration. And there is nothing about FiOS in terms of their existing or 
performance heretofore that would indicate that they are any different than any historic over builder. That was the point of 
what I was trying to say. 

Unidentified Participant 

AT&T (indiscernible) most recent availability I believe in a few thousand homes in Connecticut, have you seen any activity in 
these areas? 

Unidentified Company Representative 

No, we have not seen a t  least up until -- unless things have changed in the last day or two, we have not seen them taking orders. 

Unidentified Participant 

And in terms of your competitiveness with satellite, you made comments in the past about gaining share from the DBS players. 
Is that something you are stil l seeing today currently in 2007? 

Unidentified Company Representative 

Yes, and we talk a lot about Verizon, but satellite is much more of a significant competitor in terms of their footprint inside our 
service area, and we've had great success in winning back satellite subscribers to cable. And the reason they come back is that 
the modern cable system, our cable system is a superior video product to satellite. It has better picture quality. It has more 
channel capacity, It has interactivity and on demand services, more HD, more regional programming and sports programming 
in HD than satellite offers. It is just a better product every way you look a t  it. When you add that to the fact that a satellite 
customer is more likely to have a DSLservice, which is an inherently inferior product, very low speeds, and you look a t  our data 
speeds against typically marketed DSL product, it is 20 times faster. 

And if you look at  the typical service level of DSL it is about ten times faster. So our high-speed data truly gives you the ability 
to watch YouTube, notwithstanding i ts  controversy according to Mark, but it gives you the ability to watch that in high-quality, 
as high a quality as it can be delivered. And that is simply not true with DSL. So we have a vastly superior DSL product, a 
high-speed data product and our voice product is a better product. It has al l  the features that you can have on a voice product, 
plus it has a portal that allows you to manage your account. You can see who is calling you. You can change the ring tones of 
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your family so you know when they are calling you. You can call forward any way you want. You can get your voicemail on the 
Web. Those are functions that the traditional phone company doesn't offer, and it 's cheaper. So it is a better, cheaper product. 

So when you add it all together a satellite customer can save an enormous amount of money by switching and get three better 
products than they already have. So we are doing well. At their zenith they got to 14% or 15% penetration in our marketplace 
and to us the opportunity to win that back is actually a more significant opportunity and a more competitive more significantly 
competitive universe than what Verizon is currently doing. 

Unidentified Participant 

You mentioned your broadband product and I guess in the marketplace at  65 I think the year 65 penetration basics with your 
online service. How challenging (indiscernible) penetrate the service even deeper in your footprint, are you bumping into more 
price sensitive customers a t  this level? Is there a threshold where a lower-priced tier starts to become more attractive to your 
management team? And how are they hired here (inaudible) Optimum Boost and Ultra product resonate? 

Unidentified Company Representative 

Last year we spent about $15 a passing to take our plant architecture up so that we could offer 15 megabits down and two 
megabits up is our slowest service. And we then added a boost service on top of that a t  30 megabits down and five megabits 
up. And we also offered a service that is 50 megabits down and 50 megabits up. And the opportunity, as I said, in terms of the 
marketplace I think is stil l significantly greater than we realized. We are at 46% of homes passed penetrated and as I said there 
are communities where we've now gone over mid '70s penetration into homes passed with data. And so I see that as kind of 
where the market opportunity is. You still have significant dial-up conversion and frankly I think DSL is just past dial-up. And 
the opportunity to convert the DSL universe that has already been achieved by the phone companies to a real high-speed data 
product is stil l an opportunity in front of us. And so when I look a t  the marketplace I see us as having a distinct product, and it 
is a product that will become the base product in terms of what people need in terms of speed and quality from a high-speed 
service. So we are not planning on going backwards and offering a lower tier. Our slowest speed will be 15, and we will go up 
from there. 

Unidentified Participant 

I guess with your high penetration business also begs the question I think you mentioned that roughly 30% of your footprint 
is already all-digital in the New York City system. 

Unidentified Company Representative 

That's right. 

Unidentified Participant 

It seems like you are not that far off from being able to dispatch your entire plant. Are you interested in going to 100% digital 
regardless -- can you (indiscernible) path that your taking to start to replant some of (indiscernible)? 

Unidentified Company Representative 

As I said, on our call, New York City is already completely 100% digital, which means we've turned off the analog part of the 
cable system. Which means that we have more unused channel capacity in New York City than we are using. So our plant is 
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more empty than full. In the rest of our footprint we have been, if you are a digital customer or if you have an 80% chance of 
being a digital customer of ours, all the signals you see on a digital lV are digital. So we've simulcast all of the analog product 
in digital so we are 100% digital and 80% in the homes today. From a viewer experience perspective. 

But we also have some of the customer base that doesn't have digital set-top boxes, and we also have an enormous amount 
of televisions that are analog that are not connected to boxes. We put about 2.2 boxes per household in when we do a digital 
installation and it gradually is growing. And if you think about what's going on in the marketplace today you have HD sets. 
People are buying in large quantities and they are replacing perfectly good televisions that are not ready to be thrown out so 
they are going to other rooms. 

We have a whole house analog service of 75 channels. You can put that in as many rooms as you want in your house. You don't 
need a converter and every set that is on it gets 75 channels of pretty good television. In addition, any set that you want to put 
an HD box on or a digital box on gets the full Cablevision service level which includes a lot more channels and VOD and HD, 
etc. But when you look a t  the mix in your household and where yourlVs are, ifthe want the whole household lit up, i t 's actually 
a better value proposition the way we are doing it right now. 

So there is a tension between going all-digital and recovering all the spectrum and having a product that the telephone company 
cannot replicate,Verizon doesn't have that whole house capability today. However they can do it if they wanted to. And satellite 
can't do it. So we think it is our position of having some analog and an all-digital product is a good position. We think if we 
wanted to shrink that down to 60 channels, for instance, we thought that 15 channels were superfluous and the number of 
analog only lVs kept getting smaller. You could get down there in a series of moves or you might do it in one fell swoop. We 
have actually been digitizing channels, taking them out of the expanded basic analog service and opportunistically adding 
additional spectrum. 

We think we can manage the spectrum along with switch video; in the fourth quarter we launched 60 channels of foreign 
language programming on our system all in switch video. By the end ofthis year we'll have switched to HDvideo. So essentially 
we have the capacity to have a rich analog service whole house and carry all the channels simultaneously should we want to, 
a combination of managing an analog spectrum, switch video both HD and SDand a combination of HD and standard definition 
digital broadcast type products. So we are very comfortable with our spectrum and obviously the deeper you get penetrated 
within an all-digital sort of world, the easier it is to make the trade-offs between analog and digital product. And so the lower 
-- if you are 20% digital penetration it is much harder algorithm to work with in terms of taking away channels that are widely 
viewed. 

Unidentified Audience Member 

You (indiscernible) arithmetic exercise about a (indiscernible) million SM opportunity in front of you. You can do that same kind 
of arithmetic exercise among larger businesses but it looks to me like Optimum Lightpath which I take it is upper medium and 
(indiscernible) has run out of steam, basically (indiscernible) and hasn't been for a while. So what's going on there, and what 
does (indiscernible) for your SME opportunity and maybe you are exaggerating it. 

Unidentified Company Representative 

It's actually not so. It is true that we took '06 and Lightpath and pivoted our strategy in '06 and went to an all ethernet strategy. 
So we are converting what has been a traditional CLEC business that was selling in many cases, reselling a substantial portion 
of the revenues were reselling Verizon services to relatively small businesses, and we've stopped doing that. And we stopped 
doing it in actually more than a year ago. So that impacted '06's performance from a revenue perspective. But the number of 
buildings that we are hooking up with new fiber connections in our footprint has expanded rapidly in '06, and will expand even 
farther in '07. We announced the other day that we had 2000 buildings connected to Optimum Lightpath. Those are big 
businesses, not small businesses. 
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And Lightpath's revenues will grow in the future a t  significantly faster rates than in the past. We are the first cable company in 
America that has been certified under the world standards body called Metro Ethernet to provide ethernet services at that 
quality level. We have customers that are buying gigabytes of service from us, big trading companies and so forth. And we are 
very bullish on our prospects with Lightpath, but we've made a transition in the business, we quit selling on the increment all 
circuit switched telephony. We stil l support our existing customer base, but all of our future revenues essentially are ethernet. 

Unidentified Audience Member 

(inaudible -- microphone inaccessible) 

Unidentified Company Representative 

No, actually it is all over the tri-state area, including Manhattan. We have a license in Manhattan, as well. Where we don't have 
video on our cable system. 

Unidentified Company Representative 

One other thing John, that Lightpath opens up in terms of an opportunity, although it is not huge relative to our total numbers 
is when we establish that kind of a business relationship with a large company, which we've done in several cases recently, 
sometimes are able to often able to work out deals with their employees. So that if they are not Cablevision customers or even 
if they are they come under a deal, if you will, that can connect them to the office and that type of thing. So it has somewhat of 
a drag along effect for residential, but that is not obviously the main focus of the strategy, so there are some other benefits to 
Lightpath. 

Unidentified Company Representative 

The other thing about our telecom strategy if you think about our commerce strategy connecting businesses to consumers, 
and allowing the businesses to sell their wares to consumers which is what marketing advertising is. We have a fulfillment 
opportunity business that I think is quite misunderstood in terms of i ts  size, and it's difficult to size. But last year we sold 
electronically over 600,000 orders of cable services, meaning people bought upgraded their cable service, subscription video 
on demand. They bought Optimum online by clicking a button on their lV remote and our direct warehouse would ship a 
modem to a self installation customer. That back office system with an eWallet on the television allows you to ship directly out 
of warehousing any kind of products. 

And for instance you can go onto our Optimum store and buy televisions. You can buy wireless routers, all sorts of electronics. 
Businesses that have a telecom relationship with us and an integrated strategy to sell products to our customers, can take out 
costs from their business because we can take orders for them directly from the television. And that opportunity grows out of 
our subscriber relationships and it grows out of our relationships with the residential customers and the business customers. 
And I think our opportunityto monetize that in the long run is an even bigger revenue opportunity than business telecom itself. 

Unidentified Participant 

I think we are unfortunately out of time. So thank you very much for joining us today. 
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P R E S E N T A T I O N  

Doug Shapiro - Banc ofAmerica Securities -Analyst 

My name is Doug Shapiro and I cover the cable and satellite media conglomerates here a t  Bank of America a t  least for the next 
month or so. Joining me to my left is Rob Dezego who is going to be assuming coverage of cable and satellite over some 
indeterminate time frame. And before I set off here with Cablevision I just wanted to read our disclosures. As you are aware we 
are required to make a number of conflict of interest and related disclosures in connection with our participation in this conference 
and the companies we may discuss. Copies are in the back of the room and also on the webcast. 

So joining us today first here is Cablevision; very pleased to have both Tom Rutledge, COO, and CFO Mike Huseby with us. The 
brief introduction is that Tom is a 30-year veteran of the cable business including 24 years a t  Time Warner cable prior to his 
arrival a t  Cablevision. He might disagree with this -- I don't know -- but he is widely credited with dramatically turning around 
the company from a bit of an also ran in 2002 to now the highest penetrated US'S operator a t  least across all Rugs. Mike is a 
16-year cable veteran having been the CFO a t  both Charter and AT&T broadband prior to Cablevision. He kind of quietly keeps 
things together behind the scenes. 

So just to start off with -- introduction so far, okay, I read it just the way you wrote it -- so just to s tar t  off I think the big picture 
question with Cablevision i s  there are two big picture questions; and the first one is whether you are going to remain an 
independent public company. And the second one is how fast you can continue to grow in light of how high your penetration 
levels are. And since you are not going to answer the first one of those or even try I am going to jump right to the second one. 
You are welcome. So the context here is clearly you guys have done a phenomenal job driving advanced services. I think that 
there is no question about that; but of course Wall Street is always focused on what is next. And so the big picture question as 
I said is what do you think your biggest sources of growth are going to come from, respectively. All right? 

Tom Rutledge - Cablevision Systems Corporation -COO 

Well there are really three fundamental growth drivers for Cablevision going forward. And interestingly the core cable business 
is still first and foremost among those in terms of opportunity. You know people think of us as being highly penetrated. I think 
of us as still having a lot more upside in our core business than we have already achieved.The reason is even though we have 
69% or so basic video penetration to homes passed, our data penetration to homes passed is 46% and voice penetration a t  
26%. So if you think about the opportunity in voice, about 87% of people nationally have a voice, a wireline voice line and so 
we have a lot more opportunity to sell voice than we realize. To date we have been growing a t  about 10 points penetration a 
year. 

0 2007 Thomson Financial. Republished with permission. No part of this publication may be reproduced or transmitted in any form or by any means without the 
prior written consent of Thomson Financial. 



F I N A L  T R A N S C R I P T  

Mar. 28.2007 /850AM, CVC - Cablevision Systems Corp. a t  Banc of America Media,Telecommunications l? Entertainment Conference 

If you look a t  data we have been in the data business about eight years. We have been growing on average about six points of 
penetration a year.There are parts of our service area where we now have hit mid-70s data to homes passed penetration. When 
I joined the company five years ago they were about 40% penetration. So as I look a t  our data penetration we continue to get 
excellent growth out of existing service areas. There is a direct correlation to how long we have been in business with a fully 
upgraded plant and what our penetration is and the amount of PC utilization with Internet connectivity is now in the 80s and 
still growing. So the opportunity -- I think data is 100% penetrated or 100% of homes passed - opportunity ultimately as much 
as television is. 

And so when you look a t  all three of those drivers - data,voice,video and we have even video growth even in a world with two 
satellite providers and a phone company or two trying to be cable operators. We still have growing basic penetration and a 
superior product to all of those competitors so an opportunity to continue to grow the basic business. So I think if you look a t  
the total revenue residential opportunity of telecom services, it is about a $10 billion business in our marketplace and we are 
about $4.2 billion of that. So we are 42% penetrated of our residential opportunity, one way of thinking about it. 

The othertwo drivers are business telecommunications and a new advertising form and I will talk about small business and big 
business. In our marketplace it is about a $6 billion spend right now by small businesses and large businesses inside our footprint 
for telecom. Historically even though we have had a CLEC business which is an all fiber network called Optimum Lightpath.The 
bulkofthe businesses in our footprint have not been passed with a competing telecommunication service until the cable system 
was upgraded to two way and became a voice over IP enabled telecommunications provider. 

Essentially the business marketplace was a monopoly controlled by the phone company incumbent and it has very high price, 
so we have an opportunity to go now that we have a full suite of high-end and middle and low market products in IP form to 
go into those markets and compete against the incumbent phone operator with superior products, superior service and a 
superior reputation in that marketplace. 

And so we think there i s  a significant opportunity to take share out of the small business marketplace and the large business 
marketplace. And then finally if you look at  advertising, in the United States about $300 billion a year is spent by businesses 
trying to talk to consumers. So if you take our footprint a t  4% of that if you are looking a t  4% to 5% of that, you are looking at 
potentially $1 2 billion to $15 billion marketplace of businesses trying to talk to our consumers about their products. And right 
now our advertising business is a $250 million business, relatively inconsequential piece of our overall business, about 6% of 
our revenue. 

So we think that using our two-way interactive platform by creating inventory and new opportunities to present advertising 
on the television in conjunction with our Internet service and voice services, that we can fulfill the needs of businesses to reach 
our customers. And create not only an opportunityfor businesses to talk to our customers -- by the way our customers are the 
mass media form. I mean who else reaches almost 70% of the universe they pass in the marketplace with a full suite of video, 
data and voice services? 

And yet i t s  such an inconsequential part of the whole advertising mix; and so we think the opportunity to take advantage of 
that and then create fulfillment. Last year we did about 600,000 orders through our remote to various products we sell and that 
fulfillment works by using the customer relationship we have and connecting that customer relationship, including their billing 
information to a product that they are able to purchase through the remote. We have also launched a similar product with 
Home Shopping Network. 

We have created several interactive advertising platforms for autos and homes and have more to come. We have created VOD 
platforms for advertisers and so we think that what form it will take is unclear but that there is a huge opportunity for us to turn 
the television into an interactive advertising platform. 
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Doug Shapiro - Banc ofAmerica Securities -Analyst 

Well, I have no more questions. Thank you very much for coming. No, let me try to unpack some of that if you don't mind. 

Tom Rutledge - Cablevision Systems Corporation -COO 

Okay. 

Q - A N D - A  

Doug Shapiro - Banc ofAmerica Securities -Analyst 

No, okay. It's a good platform. Just going back to the first one we were talking about, the core cable business and maybe just 
to focus on voice. I think for a while now you have been talking about your voice selling being around 50% or above 50% -- 
maybe its a triple play selling, right? 

Tom Rutledge - Cablevision Systems Corporation -COO 

Right. About 50. 

Doug Shapiro - Banc ofAmerica Securities -Analyst 

About 50 and by implication your voice sell in is probably not that much higher since if you look a t  your customer relationships 
relative to your basic subs it's not that much higher, right? So if you have roughly 70% basic penetration now and you think 
your guidance this year is for slower basic sub growth of being (indiscernib1e)then maybe sub growth is slowing down a little 
bit. So if we are going to stay around that 70-ish level and you had 50%-ish triple play sell in that would imply that probably 
your voice penetration -- you need to get that? 

Tom Rutledge - Cablevision Systems Corporation -COO 

No, that's my alarm. 

Doug Shapiro - Banc ofAmerica Securities -Analyst 

Implies that your voice penetration probably levels out, probably in the kind of mid to high 30s, just on the map of that. And 
would be a t  27% atthe end of '06 and doing about a percent a month, that would imply that somewhere in the course of 2007 
you are going to hit that wall. So I guess the question is, do you see implicit in your answer is that you think sell in is going to 
go a lot higher or that you're going to drive voice much deeper into the nonbasic base? 

Tom Rutledge - Cablevision Systems Corporation - COO 

Well I think implicit in what I think is  that sell in will increase in triple play, consistently. And that would be true even if you 
weren't growing as your penetration rises your incremental sort of your base of what you have to sell just to stay even goes up. 
And so and we anticipate growing. So it implies, the implication is that the sell in rate has to go up. And really the math is actually 
quite complicated when you break it apart because you have customers who are just moving who are in that connect rate. And 
then you have customers who are moving but weren'ttriple play who have an opportunity to upgrade during the transaction. 

0 2007 Thomson Financial. Republished with permission. No part of this publication may be reproduced or transmitted in any form or by any means without the 
prior written consent of Thomson Financial. 



F I N A L  T R A N S C R I P T  

Mar. 28.2007 / 8SOAM, CVC - Cablevision Systems Corp. a t  Banc of America Media, Telecommunications & Entertainment Conference 

And then you have people moving in and out of the area. So it gets really complicated actually when you really break it apart. 
You really need to look at it from a lot of different angles. 

The bottom line I think is that we are growing at a steady constant rate. We have been for a long time. If you look a t  our data 
business it has grown around 6 points of penetration a year; some years 7, some years 5.5. But it is a solid, steady conversion of 
the marketplace and our share of that growth remains relatively constant. And I think that everything I have seen about the 
voice business to date looks similar in terms of performance in the marketplace. 

Doug Shapiro - Banc ofAmerica Securities -Analyst 

So I guess just as a follow-up to that because you have this granularity, of course that we can't see, when you look at  the sell in 
voice in your oldest market, I guess A. And also B, when you look a t  the sell in of former triple play customers who are moving 
I guess, in terms of their propensity to take the triple play again. 

So what are you seeing in terms of those things that would give us comfort that that number can continue to go higher? 

Tom Rutledge - Cablevision Systems Corporation -COO 

Well as I talked about the data business which I think is a good proxy for voice as far as I can see to date, there were places where 
five years ago we had some communities at  40% data penetration. When our overall data penetration was in the 20s. And now 
those communities are in the mid-70s and the whole data penetration of the whole business is in the mid-40s. So you had 
certain characteristics of communities that have an impact on penetration. You also have longevity in the marketplace. Don't 
forget we did this rolling upgrade. So there were parts of Long Island that have been upgraded a long time or parts of New York 
City that have only upgraded a few years. And so you have various rates of penetration, part of which is determined by how 
long you have been in the marketplace and another part based on the characteristics of the community. 

And so I have the most interesting thing about the data business that I think bodes well for the voice business is that growth 
is continued throughout the footprint, and has not peaked and continues to be steady and solid year after year even in areas 
with very high penetration. And I think that there is a timeframe for market conversion that is part of human behavior. I am not 
sure how it works exactly but marketplaces react through time and I think the voice marketplace looks very similar to the data 
marketplace. 

Doug Shapiro - Banc ofAmericaSecurities -Analyst 

Staying on basic cable or core cable business before I want to talk about this small medium business opportunity for a second. 
Onething you haveand youdidn't mention,and I don'tthinkyou'vereallytalkedabout a lotisthecompany is  pricing or margins 
for that matter. But just to focus on the first of those. And Mike if you want to maybe jump in on this. But you have seen steady 
ARPU growth driven by rising RGU penetration but you haven't changed the price of the $90 bundle. 

Tom Rutledge - Cablevision Systems Corporation - COO 

That's right. 

Doug Shapiro - Banc ofAmerica Securities -Analyst 

So it's really I guess a two-part question; the first i s  just setting a baseline. What are you seeing in terms of the actual average 
ARPU on the 90 odd bundle, just kind of like a 115 number? What are you seeing in month 13? And we do a roll off that first 
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year. And then the second part of the question is what do you think about -- i s  there a point where you think you might have 
to start to actually raise prices again as opposed to just rely on penetration growth. 

Tom Rutledge - Cablevision Systems Corporation - COO 

We have done -- we have had aggressive growth, very high revenue and cash flow growth relative to the industry and relative 
to our history in the company. And we have done that primarily through selling more products to people and creating more 
value for consumers and driving more value into the home. And we have done that by growing that value proposition rapidly. 
So the consumers to Cablevision who now agreed on average to pay us $1 15 a month have done so willingly, not through rate 
increases but because they wanted our products and they are good value proposition and we have had rapid adoption. 

We have priced ourselves so that we can drive as deeply into the marketplace as possible and convert as many customers as 
possible to triple play as rapidly as possible. And do that in a way that produces excellent financial metrics a t  the same time. So 
we have tailored our marketing and our installation processes and our upgrade practices and where we take orders around 
that proposition. And I think we have successfully executed it to date. 

When customers come in at  $90 the actual average customer comes in about $1 15, and after 13 months they are around $140. 
And that is rising slightly through time because we have added additional things like international calling and a higher-speed 
high-speed service, 30 megabits. And have incremental products like SVODs and other things like that, that people are buying. 
So you have the initial purchase; you have the step up and you have incremental purchases beyond that that continue to drive 
ARPU. 

Plus we have things in ARPU that aren't in RGUs like DVRs and SVODs and other things of that nature. So the step up is good. 
The churn after 13 months, after 18 months is significantly less for a triple play customer who came in a t  those rates and stepped 
up than it is for a customer who didn't buy a triple play a t  the same time. 

Doug Shapiro - Banc ofAmerica Securities -Analyst 

Okay. But to answer my question you don't have any intention of raising prices for those --you know at  some point again you 
will see some sort of stabilization in some of these penetration rates and you will have everyone -- not everyone-- you will have 
some all your triple play customers -- (multiple speakers) 

Tom Rutledge - Cablevision Systems Corporation - COO 

We have no plans -- 

Doug Shapiro - Banc ofAmerica Securities -Analyst 

You have no plans. Okay. 

Tom Rutledge - Cablevision Systems Corporation - COO 

To do such a thing. 
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Doug Shapiro - Banc ofAmerica Securities -Analyst 

Fair enough. All right. And then on the margins again, I think you had a brief period of a little bit of margin pressure when you 
were rolling voice out and things seem to have stabilized or even picked up a little bit. When you look out again just within the 
core business and you have sort of offsets of program price pressure, you have the mix shift to what I think or should be higher 
margin products, some of these new products. How do you think about the margin outlook? 

Tom Rutledge - Cablevision Systems Corporation -COO 

Well, you know, our margins have not materially changed. I mean at  least in my mind not materially. When they have been 
within 1% of where they are now, as long as I can recall. And so there is slight variations depending on seasonality and other 
things. And the mix of products. But we don't actually manage the margins; it is not the way I approach my decision-making 
process in terms of average margins. We have a variety of products that we offer and we look at  transactions and whether what 
the cost ofthe transaction is, both in capital terms and what the average subscriber life is and what the return to that transaction 
is. And if that is a positive result meaning we'd create economic value, we do it. 

The mix of margins in a variety of opportunities will change through time. It is actually coincidental that it has remained as it 
is. 

Mike Huseby - Cablevision Systems Corporation - CFO 

And on a macro basis Doug, Cablevision has obviously very successfully employed a marketshare strategy through development 
and packaging, marketing of the triple play as a leader going back several years and kind of achieving a penetration rate that 
you and Tom have talked about. When you have a marketshare strategy that is employed and you are able to maintain those 
kinds of margins, just under 40% while you are growing revenues a t  -- in the cable business 18% last year -- that is a pretty good 
thing. Especially when programming costs and the choices consumers are getting by having more programs available continue 
to increase fairly substantially. 

So managing to that margin which as Tom said we don't manage to a margin, but being able to achieve that margin while 
rolling out a lot more sports programming, HD, all the things that consumers are now getting and achieving the kind of market 
share that Cablevision has been able to achieve is a pretty substantial accomplishment. You could turn certain kinds of costs 
off and make the margin higher but you would be sacrificing your strategy to do that; which with the increased competition 
isn't the right thing to do. I think what Tom and the operating people are doing i s  exactly the right thing to do and generating 
very healthy cash flow as well as the last two years some modest free cash flow, even after the leverage we have taken on to 
pay the special dividend last year of $3 billion. 

Tom Rutledge - Cablevision Systems Corporation - COO 

You know the other thing about margins as you are growing rapidly you have transactional and marketing costs that are 
operating expenses. And so if you mature -- not that I think we are maturing like I said earlier, I think there is lots of opportunity 
-- but if you mature or when you mature then the margin should expand. 

Doug Shapiro - Banc ofAmerica Securities -Analyst 

I did then want to segue into part two of your answer which was the business opportunity. And maybe you could give a little 
bit more details in terms off what you have to do or have already done to put the infrastructure in place in terms of the sales 
and marketing organization which I am assuming i s  a separate entity. 
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Tom Rutledge - Cablevision Systems Corporation -COO 

It is. 

Doug Shapiro - Banc ofAmerica Securities -Analyst 

And what if anything yet you think you need to do in terms of the actual plant infrastructure. And what a reasonable timeline 
is for you to really attack the market and for us to start to see that in the numbers. 

Tom Rutledge - Cablevision Systems Corporation -COO 

First of all, all of our guidance for capital, cash flow, margins etc. are, includes the small business marketplace. What we have 
done is we have gone out and looked a t  the marketplace and said to ourselves, how are we going to manage this inside the 
cable business. Historically we have had Lightpath which is a separate entity from the cable company; actually runs a separate 
network. And that target for Lightpath i s  the large business enterprise marketplace. It is about a $2.2 billion market segment 
in our footprint, so that means there is a $3.6 billion small business segment inside our footprint. 

Historically cable has been a residential business, so when we count our passings there are homes passed, they are residence 
passed, they do not include businesses. And so the businesses were not in our database. And so one of the first things we did 
was went out and build a database and so we collected various business databases and we physically walked out our plant and 
identified all the small businesses inside our footprint and cross-referenced them against all the various databases. 

We identified over 600,000 businesses inside our footprint that we passed with cable that were serviceable today. Serviceable 
not meaning that they have a wire into the building, but that our hard cable, our physical assets on the poles or in the conduits 
were in front of that building and all we needed to do was put in an installation drop to create connectivity to that building. 
We then began marketing those buildings last year, and we are now in the middle of earnestly marketing the 600,000 business 
marketplace. 

We have developed an inbound sales force. We have developed an outbound sales force. We have developed a door-to-door 
sales force. We have created a separate service call facility to handle customer questions and staffed it 24 hours a day that we 
can provide the highest quality service. Our call center by the way has just been certified by JD Powers, the first in the country 
to meet their standards of excellence for a particular call center.This is our business call center and our high-speed data service 
level two call center. 

So we have got our customer service infrastructure. We have got -- we trained our personnel, because the installations are 
different, there is a lot more variety in business telecom installations than there is in residential installations. Because the nature 
of the marketplace is  there is lots of resellers out there who have sold all sorts of hardware that we have to interface with. We 
have worked our way through all the specifications ofthe various interfaces that we will have to deal with. And we have created 
products and priced them in a way that makes us competitive in the marketplace. 

Basically we charge about half of what Verizon or AT&T charges for the same service with a higher-quality service and a more 
sophisticated service, too, because it is all IP. And in terms of data capacity, in terms of voice quality, it is equal to or better than 
anything the incumbents provide and build for the future. 

Doug Shapiro - Banc ofAmerica Securities -Analyst 

So the $3.6 billion opportunity is really -- 
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Tom Rutledge - Cablevision Systems Corporation -COO 

It is really a $1.8 billion -- (multiple speakers) 

Doug Shapiro - Banc ofAmerica Securities -Analyst 

Okay. And then all of that was done last year. 

Tom Rutledge - Cablevision Systems Corporation - COO 

Essentially the work of getting ready was done last year; I mean we began marketing last year. And we went initially we started 
selling four lines, and now we are up into 12,16 lines and gradually increasing that as we move up the spectrum of sophistication 
to the businesses in our footprint. 

Doug Shapiro - Banc ofAmerica Securities -Analyst 

So if you were to characterize the nature of the marketing process or the effort on a 10 point scale, 10 where you're going to 
get to, where would you say you are right now? Because you are marketing across the whole footprint, right? 

Tom Rutledge - Cablevision Systems Corporation - COO 

Well you mean, where, you mean what is our ultimate penetration? 

Doug Shapiro - Banc ofAmerica Securities -Analyst 

No, no, no, no. I mean how hard are you out there pounding the pavement trying to drive -- 

Tom Rutledge - Cablevision Systems Corporation - COO 
Oh, we are in full battle mode. We are there. We are available everywhere. And we have people out there who are trying to 
convert business customers to us as rapidly as we can. You know it is a different marketplace than the residential marketplace. 
The decision for a business to switch providers is a bigger decision.They have to have confidence that it is in their interest and 
even if they can save half the money it is still a relatively small part of their overall expenditure. They are not going to put their 
whole business a t  risk unless they have confidence that you are going to provide good service and it is a good deal. 

So we have credibility as a residential provider. We have over 1.3 million voice customers in this footprint. We have several 
million data customers, most small business owners, buy the best data service that can get so they are buying it from us. And 
they are buying voice from us because they know value in their own residential world and so you have credibility in the 
marketplace. It think it is important to establish that and I think that is going to help us through the business marketplace. 

Doug Shapiro - Banc ofAmerica Securities -Analyst 

And Mike, is this something you plan to break out in your financials a t  some point? 
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Well it hasn't changed in any material way since our phone conversation regarding earnings and the numbers that we put out 
then. I think the interesting thing about theverizon overbuild and us, we have the advantage -- one of our strategic advantages 
and one of the reasons we put the company together the way we did is to put our eggs in the New York metropolitan area and 
to have a relatively powerful position in the biggest media market in the country. 

And we have marquee assets that support that with our Madison Square Garden and the Knicks and cinemas, and Clearview 
cinemas, Radio City Musical Hall, We are a New York centric company and as a result of that we have great success in the 
marketplace. On the other hand we attract competition, and Verizon is also focusing on certain metropolitan areas and we are 
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Mike Huseby - Cablevision Systems Corporation - CFO 

Well, we talk about it. Right now it is -- there are two points you look at. You look a t  first off as Tom mentioned, we don't count 
those passings in our residential homes passed of about 4.5,4.6 million. And so when you talk about penetration rates you 
know to the extent that the numerator which is the number of customers and the denominator tends to change significantly, 
you want to break it out. But it is not significant enough right now from our perspective to break out in terms of relative materiality 
and also some ofthe competitive things that we're looking at, we just don't really want to break it out right now where as Tom 
said engaging in full battle mode. But when it gets to the point where it is important to the investor and reader's understanding 
of our results, we will give consideration in putting a lot more detail and disclosure around it. 

I 

Doug Shapiro - Banc ofAmerica Securities -Analyst 

Okay. Well I do want to definitely leave some time for the audience; I would be remiss if I didn't approach the competitive 
question. And so I guess you are obviously--well of all theoperators in the country you are probably facing the most concentrated 
competition from Verizon's FiOS product. Maybe you could give us a sense of what you see happening there really in the 
trenches; you know I think on your last conference call you outlined some numbers. But even beyond that what you are seeing, 
what you are doing in terms of win-back offers, what you're seeing in terms of the nature of the Verizon marketing effort. 

presence in New York in general. 

The thing that I find interesting about their overbuild so far is it is very traditional and it performs very similarly to overbuilds 
in the past that I have seen with Ameritech and PacBell and Verizon itself, GTE down in Florida. They are up against a good 
operator. I think, you know, they are a high single digits kind of company and if they are not, they are going to get a little more 
than that. But it is a very difficult business taking away an incumbent's subscribers with a me too product. There is nothing 
about the product that is any better than our product and in some ways it is inferior and it is definitely inferior from a pricing 
perspective. It is actually higher priced than our product. 

So our performance is what it is. Now interestingly they have gone to a mass media strategy. If you think about that, several 
things; they only serve a little over 600,000 passings in the New York metropolitan area. So they are buying advertising for 7 
million homes, but 92% of their ad dollars are falling in places where they can't provide the service which is interesting and 
inefficient. So you really have to think about what their actual service footprint is, not what their advertising is. And what that 
does to them and what it does to us. To the extent they stimulate interest in triple play and 92% of the places where that is  
stimulated is us and not them, that could be good for us. But I guess the bottom line is, it is a me too product and it is priced I 

I think initially there was some anecdotal reports ofvery aggressive door-to-door marketing and now they have moved to more 
of a mass medium, seeing radio and a little bit of seeing some outdoor. You know, so how has that -- how has that changed? 
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Doug Shapiro - BancofAmerica Securities -Analyst 

I think that roughly 90% of your footprint overlaps with them -- 

Tom Rutledge - Cablevision Systems Corporation - COO 

About 92. 

Doug Shapiro - BancofAmerica Securities -Analyst 

Okay. Sorry. What is your- (indiscernible) talked about getting to I think 15 million -- I think roughly around 50% oftheir passings 
by the end of the decade. 

Tom Rutledge - Cablevision Systems Corporation -COO 

Yes. 

Doug Shapiro - Banc ofAmerica Securities -Analyst 

Is it your assumption that that is going to be pro rata across your 90% or do you think they are going to have more of that 
vis-a-vis disproportionally in your footprint? 

Tom Rutledge - Cablevision Systems Corporation - COO 

Well, I don't know the answer to that. It would shock me if they actually keep going to the end of the decade. But the --you 
know that is what they say -- and they do and you know they have said what they have done in our footprint. I saw the other 
day that there was an article regarding Verizon and they were talking about the fact that they had 6 million passings activated. 
But 1 .S million weren't really active because they were apartments and so if you think about their capital structure you know, 
they have talked about what their cost per passing is. And yet they are now saying their passings aren't really passings, that a 
quarter of them are unserviceable. I think it is economically unbelievably bad in terms of what they are doing in terms of return 
to capital but and even worse than they were saying. 

Doug Shapiro - Banc ofAmerica Securities -Analyst 

But have you seen any change in their behavior patterns (multiple speakers) in terms of their activity. 

Tom Rutledge - Cablevision Systems Corporation - COO 

No. 

Doug Shapiro - Banc ofAmerica Securities -Analyst 

Or seeking out new franchises. 
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Tom Rutledge - Cablevision Systems Corporation -COO 

No. 

Doug Shapiro - BancofAmerica Securities -Analyst 

Of this is just an aggressive business. 

Tom Rutledge - Cablevision Systems Corporation - COO 
They are doing what they have been doing. 

Doug Shapiro - BancofAmerica Securities -Analyst 

Okay. I guess that is a good segue to open it up to the audience and we are very happy to take any questions. And out of 
character John Kornreich has a question. 

John Kornreich - Sandler Capital Management -Analyst 

Two questions on capital spending; one broad and one specific. The specific question is you have had a tremendous surge in 
'03, '04, '05 and '06 in cable modem boxes and digital boxes. I mean don't these things have a five-year life which would suggest 
that in'09,'10,'11,'12youaregoing to havetoreplacea lotofstuff and yourcapitalspendingforwhatyoucall thefixed portion, 
is going to rise dramatically? That is the specific question. 

The broad question is, I think it is a given that the demand for broadband capacity is going to increase pretty rapidly from 
customers who want more video and from you.You want to do more interactive advertising. And ifthat is a fact isn't it inevitable 
that the so-called fixed portion of your capital spending will rise as a percentage of revenue which is what i s  important; not in 
absolute terms, but as a percentage of revenue? Thanks. 

Tom Rutledge - Cablevision Systems Corporation -COO 

To the first part of your question, customer premise equipment replacement, you know Digital set top boxes don't break once 
they are installed. Neither do T V s  by the way. And we have seen with the proliferation of HD sets that people just take their old 
sets and move them to other rooms; they don't die, they just move. And while equipment does have five-year lives from an 
accounting and financial perspective it can have much longer life. 

Secondly the bulk of the capital CPE spending is on Digital set tops and modems and voice are actually relatively small, and 
particularly relatively small when it comes to the revenue and cash flow that those businesses generate. Whereas the set top 
box is actually, while a good return on investment, a much higher capital investment per RGU. And so what will happen you 
have two trends. One is we are trying to put intelligence in the network so that we don't need to continually increase the 
sophistication of the set top boxes. 

One of the strategies behind the RS-DVR which is just oneof a set of option opportunities that a centralized networkinfrastructure 
allows, is to have less expensive terminals and put the capital in the network and have that capital have a wider or a lower cost 
per unit essentially and to be more well utilized by the entire base of customers. So you have that sort of trend going on, the 
fact the boxes don't die and this other trend which is cable ready sets, meaning digital sets increasingly being sold with cards 
that you are allowed-- that you are able to put in them -- ultimately that will be two way. And once that happens the obligation 
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of the cable operator keep buying the hardware or the set top will go away. So I think all of those things mean that ultimately 
we won't be replacing most of that set top capital. 

The second thing about developing interactive infrastructure I think that the revenue upside there is greater than the capital 
required to make the network smart enough to do the interactivity on a proportional basis. And I haven't figured out all the 
capital costs that would go into the network. But for instance last year we raised the speed of our high-speed data service from 
10 to 15 megabits and launched a new separate tier at 30 megabits and 5 megabits up, and that cost us about $15 a passing 
in capital to make the network capable of doing that. 

So I think we will have those kind of investments on occasion as we increase the network capacity. But I don't see that as being 
nearly a significant driver of capital spending as CPE was and I think CPE capital [falls] and network capital relative to revenue 
declines. 

Mike Huseby - Cablevision Systems Corporation - CFO 

Switch video you can manage. 

Tom Rutledge - Cablevision Systems Corporation - COO 
Switch video we launched too last year for literally a couple of dollars a passing. We launched it across our entire footprint. 

Doug Shapiro - BancofAmerica Securities -Analyst 

I am hesitating here because we have 20 seconds left. So maybe just to follow up on that if you could give a very quick answer. 
You talked about (indiscernible)reclamation, you talked about switch broadcast as these tool to save bandwidth. Where are 
you in terms of deploying switch broadcast, and when you say across the whole network, are you going to improve -- are YOU 

going to increase the size of the switching groups? Where are we a t  -- what inning are we in in terms of you taking advantage 
of those sorts of things? 

Tom Rutledge - Cablevision Systems Corporation - COO 

I think we are a t  the beginning. I think our network has infinite capacity, doesn't need to be upgraded again. We have launched 
60 channels on switch video to date, There are other opportunities -- it is  an algorithm based on maximum peak utilization. 
And it is very efficient depending on the nature of the product and how many viewers there are. And so we need to figure out 
the right mix of products going forward. We are also launching additional HD channels and it is possible by the end of this year 
that we will have switch to HD as well. 

~~~~~ ~ 

Doug Shapiro - Banc ofAmerica Securities -Analyst 

All right. With that we ran over, but thank you very much both Mike and Tom. 

Tom Rutledge - Cablevision Systems Corporation -COO 

Thank you. 
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